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1. Introduction 
Thailand’s poverty incidence has been strongly decreased as fallen in the rate of poverty headcount index 
from 22.1 million in 1988 to 5.4 million in 2007, the percentage of poverty per total population also shows the 
remarkable decrease from 42.21 percent in 1988 to 8.48 percent in 2007 which is in line with the severity of 
poverty index decreasing from 4.30 in 1988 to only 0.41 in 2007. This reduction of poverty in Thailand had been 
explained and accepted by many economists that because of the powerful force of economic growth in the period 
of 1980s to 1990s with growth rate of the economy almost 8 percent annually. This effect of growth on poverty 
has been supported by many literatures about growth as the main source of poverty reduction such as Deolalikar 
(2002)[3], Kakwani (1997)[4]. In the mean time, Thailand’s entrepreneurs constitute a large proportion of the 
adult workforce (GEM 2005). According to GEM 2002 report, Thailand has the highest rate of entrepreneurship 
activity in Asia (Reynolds et al. 2002)[5]. The activities of entrepreneurs provide a major impetus of commercial 
activity. In 2005 Thailand had the highest Total Entrepreneurial Activity (TEA) index with over 20 percent of the 
adult population claiming to be engaged in some form of entrepreneurship. A further 14 percent of adults claimed 
to be owner manager of businesses more than 3 and half years old. Even adults who are not themselves active 
entrepreneurs profess a positive attitude towards entrepreneurial activity. Some 86 percent of adults aged between 
18-64 years say they would be willing to start new businesses. This means that individuals with an 
entrepreneurial mind set perceive business opportunities and actively pursue these opportunities through some 
form of entrepreneurial endeavour. Furthermore, Global Entrepreneurship Monitor report year 2007 have shown 
that the level of Total Early-Stage Entrepreneurial Activity(Which is defined as percentage of 18-64 population 
who are either actively involved in setting up business they will own or co-own, nascent entrepreneur, and who 
are currently an owner-manager of a new business, i.e. new business ownership  of Thailand is very high, 
especially in the population ages between 18 to 34 years  if compare to India China Japan and Also America. 
Literatures about entrepreneurship have emphasized that entrepreneurship is an important mechanism of 
economic growth and development (Schumpeter 1934[1]; Wennekers and Thurik 1999[6]; Boumol 2002[7]; Ven 
Stel et al.2005 [8]). Their role is to promote prosperity by creating new jobs ( Birch, 1987[9]; Fritsch & Mueller, 
2004[10]; Van Stel & Storey, 2004[11]), reducing unemployment(Evans & Leighton, 1989[12]), and increase 
economic development and growth of a region (Carree, Van Stel, Thurik, & Wennekers, 2002[13]; Van Stel, 
Carree, & Thurik, 2005[14], Acs et al. 2008[15]). They also increase productivity by bringing new innovation 
and speed up structural changes by forcing existing business to reform and increasing competition. About 
Thailand, we can roughly consider that when the number of new firm establishment increase, the growth rate of 
GDP also increase which bring the number of the poor to decrease. (see Table 1) Here, we can make some 
conclusion that at the time of high growth rate of Thai economy the number of new firm registration is also at 
high level and these brought the poverty to decrease.  Meanwhile, the higher income inequality among Thai 
people remained high, as shown by the index of Gini coefficient of Thailand in 1988 with 0.487 and 0.497 in 
2007. This raise the question that does entrepreneurship have any impact on reduction of poverty and inequality 
in Thailand?  
This study will focus on the relationship between entrepreneurship, poverty and distribution of income in 
Thailand by investigating the impact of entrepreneurship on poverty and income inequality through the 
regression model of Beck et al (2005) [2]. The structure of the paper is as follows. Section II provides some 
reviews about literatures on entrepreneurship poverty and income inequality. The third section discusses the 
empirical model to examine the impact of entrepreneurship on poverty and income inequality. The data is 
provided in the fourth section, and the fifth section provides discussion about the empirical results of the study. 
The conclusion is provided in the last section.   
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2. Literature review 
There are many literatures on poverty and income inequality of Thailand. Some are emphasized on the 
importance of economic growth and poverty and income inequality, such as the paper of Deolalikar(2002)[3] 
using data at provincial level between 1992 to 1999 to explore the impact of economic growth and change in 
income inequality on poverty reduction and found that while income growth had a strong positive effect on 
poverty reduction, income inequality had a sharply negative effect. Pholphirul (2005)[16] study about the long 
run evidence of competitiveness income distribution and economic growth and found that the income distribution 
during the period of crisis gained from labour more than from capital. While Jeong(2005)[17] studied about 
relationship between growth and inequality by using micro data from 1976 to 1996 and suggested that the 
financial deepening and education expansion contributed to increasing inequality while occupational 
transformation contributed to reduction in poverty of the country. Warr (2008)[18] has concluded in his study 
about poverty reduction of Thailand through long term growth that the poverty of Thailand had notably declined 
over time even though a long-term increase in income inequality however in the short-term the poverty incident 
declining had been directly related to the rate of economic growth. While Deaton (1989)[19], Ikemoto 
(1991)[20], and Krongkaew et al. (1996)[21] tried to explore the role of agricultural sector on income distribution 
in Thailand then concluded that income levels in the agricultural sector are lower than that of other sectors. In 
term of the dynamics of income inequality in Thailand Fofack and Zuefack(1999)[22] devided the data of study 
into six periods 
About entrepreneurship in Thailand, small literatures about entrepreneurship in Thailand, especially in the 
field of economics. Starting with Ayal (1966) [23] by shedding some light on the  private enterprise and 
economic progress in Thailand. Paulson and Townsend (2004)[24] had studied about entrepreneurship and 
financial constraints by using the data from rural and semi-urban of Thailand, and given the result that financial 
constraints play an important role in shaping the pattern of entrepreneurship in Thailand and wealthier 
households were more likely to start business and invest more in their business and face fewer constraints. While 
Thoumrungroj(2010)[25] emphasized the relationship between institution and entrpreneurship. There was a 
seminar on Entrepreneurship and Socio-economic Transformation in Thailand and Southeast Asia in 1993 held 
by Chulalongkorn University Social Research Institute and French Institute of Scientific Research for 
Development in Cooperation, divided their paper into five main parts by starting with introduction of economic 
and cultural context for entrepreneurship in Southeast Asia, second parts was about rural enterprises, third parts 
concerned with self-employment, forth about entrepreneurs in modern industries and the last was about cultural 
context for entrepreneurs. In each part of the seminar paper study about Thailand was included, such as, the first 
part Knippenberg (1993)[26] gave an introduction about conditions for successful transition to an industrialized 
country by using Thailand as the case study. Second section drawn pictures about Thailand rural enterprise in the 
study of Phelinas (1993)[27] about empirical evidence on rice entrepreneurs and land constraint and in the 
comparative study of Doryane and Schar (1993)[28] between Southern India and North-Eastern Thailand about 
entrepreneurship and dynamics of rural systems. Third, Oudin (1993)[29] studied about education and career 
patterns among small scale entrepreneurs in Thailand, while Charoenloat (1993)[30] paid his attention on the 
economy of the poor by focusing on informal sector in Thailand  similar to Igel (1993)[31] looked at the 
economy of survival in the Slums of Bangkok meanwhile a comparative study between Thailand, Ecuador and 
Tunisia about micro and small enterprises and institutional framework had been taken by Bunjongjit and Lecomte 
(1993)[32]. In the field of modern industries there was no study about Thailand in this section and for the last 
section most studies based on the history of Chinese enterprise in Thailand (Pongsapich, 1993[33], Baffie, 1993 
and Chantavanich, 1993[34]). The literatures about impact of entrepreneurship on poverty and income inequality 
are quite small. Kimhi (2010)[35] mentioned in his study that the conventional wisdom has been to associate 
entrepreneurship with higher in equality because of the risk embodied in it. By using the inequality 
decomposition techniques, He has given the conclusion of his study about entrepreneurship and income 
inequality in Southern Ethiopia that a uniform increase in entrepreneurial income reduces per capita household 
income inequality but increasing the number of entrepreneurs does not affect income inequality. Moreover, using 
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supporting policy to encourage entrepreneurship, to reducing inequality could be success in the society that  low 
income, low wealth and relatively uneducated (Kimhi, 2010)[35]. This is supported by Quadrini (1999)[36], Meh 
(2005)[37] and Cagetti and De Nardi (2006)[38] that entrepreneurship leads to wealth concentration due to the 
higher saving rate of entrepreneurs (Quadrini, 2000)[36].  On the other hand, Rapoport (2002)[39] and Naudé 
(2008)[40] argued that inequality could encourage entrepreneurship in developing countries. 
3. The model 
To evaluate the relationship between entrepreneurship poverty and inequality, we follow the empirical 
equations of Beck et al (2005) by replacing the SME with entrepreneurship variable and using natural log instead 
of average growth rate for each variable and then we regress the following models: 
 
, , , , , , , ,( ) / ( ) /i l t i l t k i l k i t i t k i iy y K y y y K E    (1) 
 
, , , , ,( ) / ( ) /i t i t k i k i t i t k i iG G K G y y K E    (2) 
 
, , 1 , 1 , ,( ) / ( ) /i t i t i t i t i t k i iP P t P y y K E    (3) 
 
Where,
   = Lowest income quintile at time t , ,i l t
y
G = the log of Gini coefficient 
P  = the log of headcount ratio 
  = GDP per capita at time t ,i t
y
 E = Entrepreneurship 
 K = no. of years 
 K = earlier year 
 
In equation (1)  indicates whether the growth of income of the poor change proportionally with overall 
income growth in the economy, and  signify the differential effect between entrepreneurship on income of the 
poor and overall income growth. Equation (2)  indicates whether the growth of GPP per capita effect the 
distribution of income, and  shows relationship between entrepreneurship and income distribution. In equation 
(3)  indicates whether the growth GPP per capita effect the number of poverty, and the significant of 
coefficient  point out the relationship between entrepreneurship and the number of the poor. 
 
 To estimate the relationship between entrepreneurship poverty and inequality after expanded the data to the 
panel form, we regress the following equation: 
, , ,( ) ( )i l t i t i iy y E      (4) 
Where,  =  Ln of Lowest income quintile at time t , ,i l ty
     =  Ln of GPP per capita at time t ,i ty
    E      =  Ln of No. of new firm establishment  
The coefficient  indicates whether income of lowest income quintile grows proportionally with overall 
income growth in the economy, and  indicates whether there is any differential effect of entrepreneurship on 
income growth of the lowest income quintile beyond any impact on overall income growth. Then we regress the 
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, ,( )i t i t i iG y E
annualized log difference of the Gini coefficient on the log of its initial value, GDP per capita growth and 
Entrepreneurship 
 
     (5)  
Where, G = the log of Gini coefficient at time t.  indicates whether Entrepreneurship has any relationship 
with the evolution of income distribution in the economy. And to evaluate the relationship between 
entrepreneurship and poverty, we regress the following equation: 
 
, ,( )i t i t i iP y E      (6) 
Where, P is the log of headcount ratio. 
 
In the panel data estimation, three basic models are usually employed: pooled OLS, fixed effects (FE), and 
random effects (RE). Of the three, the pooled OLS model is the simplest one in the sense that it treats the panel 
data as one grand cross-provincial data. By ignoring the panel nature/structure of the data, the pooled OLS model 
risks producing biased and inconsistent estimators if there is heterogeneity among provinces. For example, 
suppose that each province in Thailand is unique in terms of its ethnic composition, which might affect economic 
growth. If an index of ethnic composition is unavailable, then this so-called province-specific effect is implicitly 
subsumed under the error term. If ethnic composition is a relevant explanatory variable, then failure to include it 
results in omitted variable bias (i.e. the pooled OLS model yields biased estimators). The FE and RE models 
circumvent this problem by acknowledging the presence of unobserved province-specific effects. While the FE 
model assumes that there is a correlation between the province-specific effects (say, ethnic composition) and the 
explanatory variables (say, entrepreneurship), the RE model assumes that there is no such correlation. As a result, 
the FE model implicitly incorporates the province-specific effects into the model while the RE model explicitly 
incorporates the province-specific effects into the error term. Unlike the pooled OLS model, however, the RE 
model explicitly combines the province-specific effects with the existing error term, turning it into the so-called 
composite error term (hence, the term error component model). The choice between these two models hinges 
upon whether the province-specific effects are correlated with other explanatory variables: if there is a 
correlation, then only the FE model is consistent; if there is no correlation, then both FE and RE models are 
consistent but the RE model is efficient. Hence, the FE model is preferred if there is a correlation while the RE 
model is preferred if there is no correlation. 
To help choose between the two, a standard Hausman test is usually employed. This test exploits the 
consistency property of the two estimators (or lack of it) in the absence or presence of correlation. In the absence 
of correlation, both RE and FE estimators are consistent; thus, both of them should be similar to each other. In the 
presence of correlation, however, only the FE estimators are consistent; hence, they should be different from each 
other. To the extent that the RE estimators are efficient in the absence of correlation, the RE model is preferred 
when the magnitude of RE and FE estimates are similar to each other. To the extent that only the FE estimators 
are consistent in the presence of correlation, the FE model is preferred when the magnitude of RE and FE 
estimates are different from each other. 
 
4. The data 
 
This study we make use of data about income distribution and poverty from the National Economic and 
Social Development Board database, that can be found on the website www.nesdb.go.th. To test the relationship 
between entrepreneurship and income distribution and poverty. The data of entrepreneurship, we use new firm 
establishment from 76 provinces of Thailand, which is collected from Office of Business Registration, 
Department of Business Development of Thailand, which is available from year 1995 to 2008. For measuring of 
dependent variables, we use the income of the poor, growth in Gini and headcount growth of 76 provinces of 
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Thailand to evaluate the impact of new firm establishment on income distribution and poverty. The gross 
provincial product (GPP) data collected from website of National Economic and Social Development Board. 
 
5. The estimation results 
 
We try to evaluate how much the entrepreneurship, as proxy by number of new firm establishment, affect 
change in income distribution and in poverty by examining three different dimensions. First, we assess whether 
new firm establishment affect the growth rate of the poorest quintile of Thailand. Second, we examine the effect 
of new firm establishment on income distribution, as measured by the natural log of Gini coefficient. Finally, we 
investigate the connection between new firm establishment and change in percentage of people living in poverty 
by using Headcount index as the proxy. We test each model by using Pooled OLS, Random-Effect and Fixed-
effect methods. The results from the cross sectional data, we found the important role of new firm establishment 
in decreasing  the growth of Gini coefficient and the Headcount index but does not play a different role to 
increase income of the poor with the growth of overall income per capita. Nevertheless, after tried to confirm the 
relationship between number of new firm establishment, income distribution and poverty by using the panel data 
regression show that the numbers of new firm establishment have no a significant relationship with income of the 
poor and income inequality as well. However, it shows a significant relationship between the numbers of new 
firm establishment with the Headcount index. 
 
Table 1: Firm establishment, economic growth and poverty condition                
 
Year Number of Firm 
establishment 
GDP Growth Rate Number of poverty Gini coefficient 
1995 40942 9.2 - - 
1996 41248 5.9 8.49 0.513 
1997 31146 -1.4 - - 
1998 22141 -10.5 10.24 0.507 
1999 28724 4.4 - - 
2000 32110 4.8 12.56 0.522 
2001 35311 2.2 - - 
2002 39353 5.3 9.14 0.507 
2003 47854 7.1 - - 
2004 51901 6.3 7.02 0.493 
2005 53623 4.6 - - 
2006 49479 5.1 6.06 0.511 
2007 42851 5 5.42 0.497 
 
Table 2 shows the regression results by using cross sectional data to evaluate the relationship between new 
firm establishment income distribution and poverty. In column 1, we found that there is no significant impact of 
the number of new firm establishment on the lowest income quintile, and the growth of income per capita does 
not effect to the income of the poor as well. However, the initial values of the lowest income quintile has a 
negatively significant effect on itself. Column 2, show us the negatively significant at 5 percent level of the 
number of new firm establishment on income distribution as measure by Gini index. In column 3, shows 
preferable results of negatively significant effect of entrepreneurship on number of the poor at 1 percent level. 
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Table : 2  Entrepreneurship, income distribution and poverty regression with cross-sectional data    
 
 
Dependent variable 
1 2 3 
Growth in income of the poor Growth in Gini Headcount Growth 
Initial Value -0.989222** 
(0.01573) 
-0.0845812*** 
(<0.00001) 
-0.0394413** 
0.02493 
GPP per capita growth 0.123067 
(0.64577) 
-0.00152327 
(0.22372) 
-0.00385751 
0.55179 
No. of new firm 
establishment Growth 
0.61726 
(0.23875) 
-0.00502716** 
(0.03787) 
-0.0434092*** 
0.00570 
Constant 5.55982 
(0.12464) 
-0.0601368*** 
(0.00092) 
0.192242* 
0.09790 
Observations 76 76 71 
Adjusted R-squared 0.045772 0.273772 0.088519 
 
Figures in parenthesis are t-values 
 
Table 3: Entrepreneurship and  lowest income quintile. 
 
Variables 
Methods 
OLS Random-Effect Fixed-Effect 
lnYi 0.00726581 (0.2054) 
0.00430172 
(0.1106) 
-0.126533 
(-0.7565) 
lnE 0.0198926 (0.6824) 
0.0219035 
(0.6928) 
0.0618883 
(0.8136) 
Constant 1.87057*** (8.0751) 
1.88983*** 
(7.3304) 
2.98688** 
(2.1301) 
Observations 152 152 152 
Adjusted R-squared 0.009851 - 0.018894 
Hausman test - Chi-square =0.669649 - 
 
Figures in parenthesis are t-values 
 
Table 3 shows that entrepreneurship does not have a significant impact on income of the poor. In column 1, 
the Pooled OLS method was used to regress the natural log of GPP per capita of the lowest income quintile on 
the natural log of GPP per capita and log of new firm establishment, respectively. The log of GPP per capita and 
new firm establishment are not significant even at ten percent level. This implies that new firms establishment do 
not affect the poorest income quintile of the economies. The hypothesis testing based on Pooled OLS is invalid 
because of the Pooled OLS method ignores the panel structure of the data. To take into account of the panel 
structure, the Random-effect or fixed effect method were needed to estimate. Column 2 and 3, results of 
Random-effect and Fixed-effect method show insignificant impact of new firm establishment on growth rate of 
GPP per capita of the lowest income quintile even though the Random-effect method is more appropriate than 
Fixed-effect method, with the evidence of insignificant Hausman test result.  
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Table 4: Entrepreneurship and Gini coeficient 
 
Variables Methods 
OLS Random-Effect Fixed-Effect 
lnYi -0.0605303** 
(-2.0470) 
-0.0637189* 
(-1.8877) 
-0.125541 
(-1.1768) 
lnE 0.00639819 
(0.2625) 
0.00781078 
(0.2937) 
0.0220455 
(0.4544) 
Constant -0.494405** 
(-2.5530) 
-0.469886** 
(-2.0444) 
0.0720686 
(0.0806) 
Observations 152 152 152 
Adjusted R-squared 0.081072  - 0.612744 
Hausman test - Chi-square = 0.409185 - 
 
Figures in parenthesis are t-values 
 
Table 4 shows that entrepreneurship does not have a significant impact on income distribution. In column 1, 
the Pooled OLS method was used to regress the log of Gini coefficient on log of GPP per capita and log of new 
firm establishment. The log of GPP per capita enter a negatively significant, while the log of new firm 
establishment of are not. This implies that new firms establishment do not affect the growth rate of log of Gini 
coefficient. In column 2, Random-effect method was test and show insignificant result about the effect of new 
firm establishment on the log of Gini coefficient. Again the Hausman test has been performed to check whether 
there is correlation or not, we found that the null hypothesis cannot be rejected, which is meant that Random-
effect is more efficient. However, the fixed-effect method also performs and gives us the same results that are 
neither the log of GPP per capita nor the log of new firm establishment enter significantly. This is implied that 
new firm establishment has no direct impact on how an income distribution of Thai economy evolves, and the log 
of GPP per capita as well.  
 
Table : 5 Entrepreneurship and Head Count 
 
Variables Methods 
OLS Random-Effect Fixed-Effect 
lnYi -0.568125*** 
(-3.0747) 
-0.379458* 
(-1.8825) 
0.680184 
(1.2995) 
lnE -0.0887951 
(-0.5644) 
-0.233533 
(-1.4801) 
-0.515371** 
(-2.1590) 
Constant 8.63724*** 
(7.3773) 
7.48227*** 
(5.4348) 
-1.61316 
(-0.3672) 
Observations 149 149 149 
Adjusted R-squared 0.320855 - 0.791103 
Hausman test - Chi-square =  4.99038* - 
 
Figures in parenthesis are t-values 
 
Table 5 shows relationship between new firm establishment and poverty which is found that entrepreneurship 
have a significant impact on poverty. In column 1, the Pooled OLS method was used to regress the log of 
Headcount on log of GPP per capita and log of new firm establishment, respectively. The log of GPP per capita 
enter with negatively significant as expected while the log new firm establishment are not. This implies that new 
firms establishment do not have any effect on poverty of the economies. However, the Random-effect or fixed 
effect method were needed to estimate for the sake of the panel structure of the data. Random-effect result, in 
column 2, shows significant impact of log of GPP per capita on the log of Headcount at 10 percent level and 
again the log of new firm establishment have no significant impact. Again, the Hausman test has been performed 
and it shows that the fixed-effect method is more efficient. In column 3, the log of GPP per capita shows no 
significant effect on the log of Headcount while the log of new firm establishment enter the negatively significant 
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effect on the log of Headcount.   This is implied that new firm establishment has direct impact on reducing the 
number of poverty of Thai people. 
 
6. Conclusion 
 
This study tries to examine the relationship between entrepreneurship and poverty and income inequality of 
Thailand. For this investigation we use a model of Beck et al(2005) by regressing the log of new firm 
establishment on the log of lowest income quintile, Gini coefficient and Headcount Index respectively. By using 
the data from 76 provinces of Thailand in the year 2000 and 2005, the results from the cross sectional data, we 
found the important role of new firm establishment in decreasing the growth of Gini coefficient and the 
Headcount index but does not play a different role to increase income of the poor with the growth of overall 
income per capita. Nevertheless, after tried to confirm the relationship between number of new firm 
establishment, income distribution and poverty by using the panel data regression show that the numbers of new 
firm establishment have no  significant relationship with income of the poor and income inequality as well. 
However, it shows a significant relationship between the numbers of new firm establishment with the Headcount 
index. 
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